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The United States and the Economic Equilibrium of Europe 


A Program Suggested at the F. P. A. Luncheon on February 18, 1922 

R. PAUL D. CRAVATH supported the thesis that “real progress cannot be made toward the early 

restoration of the economic equilibrium of Europe without the active co-operation of the United 
States, nor until there has been an effective international conference participated in by our Govern- 
ment.” 

This equilibrium as he concisely and cogently pointed out, “was the result of the operation of 
many complex forces and tendencies, economic and social, during the century of industrial and 
commercial development that followed the close of the Napoleonic wars.” 

“Then came the War—with the wholesale displacements of capital and the rude economic dis- 
turbances that it involved; and then the Treaty of Versailles. The framers of the Treaty of Ver- 
sailles not only ignored the economic ills of Europe but seemed bent on exhausting the resources of 
ingenuity to aggravate those ills. They forgot that in modern Europe economic boundaries were 
more important than political boundaries and that for the prosperity of Europe the economic equil- 
ibrium was more important than the political equilibrium. They completely smashed the complex 
machine that regulated the economic relations of Europe which, although badly damaged by the war, 
had been kept going by temporary repairs and boosters. It is possible that wise counsels at Ver- 
sailles might have put that machine in order. Today its destruction is so complete that it must be 
completely rebuilt. Yet the new machine must be the same kind of machine that it had taken a 
century to create.” 

To achieve this result—the re-establishment of normal industrial and trade conditions, the na- 
tions of Europe “must find some way to accomplish three fundamental results: 

(a) They must balance their budgets, that is, keep their national expenditure within their na- 
tional income; 

(b) They must balance their trade with the rest of the world; and 

(c) They must restore the gold standard as the basis of their international financial relations. 

“If these essentials are to be accomplished soon, a number of things must be done. Among them 
are the following: 

First: In order to balance budgets each nation must radically reduce expenses, for in most 
countries the limit of bearable taxation has been approached if not reached. The chief reduction in 
expense that is possible is through the reduction in armaments on land and sea. The Washington 
Conference has already accomplished much in that direction, but the nations of Europe are still 
maintaining standing armies of over three million men. Disarmament can come only through agree- 
ment. France is afraid to disarm until she is guaranteed against German aggression. Poland, 
Roumania and Czechoslovakia will not dare disarm until the Red Army of Russia has been dis- 
banded, and so on down the line. 

Seconp: The balancing of international accounts cannot be restored without at least the 
postponement of the enforcement of the interest and principal of the debts held by the United 
States and Great Britain. 

TuirpD: In the case of most of the nations of the Continent of Europe, the gold standard can- 
not be restored and their currency stabilized without large loans of gold or credits from the nations 
who have an excess of gold. Chief among them is the United States, which now has in its vaults 
about one-third of the world’s gold supply. 

FourtH: Many of the important nations of Europe, including Russia, cannot resume con- 
sumption or production on anything like a normal scale without substantial loans from the richer 
nations. Loans from the richest of all nations, the United States, are essential for this purpose. 

FirtH: The reparation program must be radically revised so as to come so clearly within Ger- 
many’s capacity to pay that the German people will be able and willing to make the gigantic national 
effort required to carry it out. That step is essential if France, Italy and Belgium are to receive even 
moderate reparation payments and Germany is to be given a fair chance to resume her place in 
the economic life of Europe. It is manifest that France will not support such a reparations program 
without some assurance of protection against German aggression and without important financial 
concessions from the nations whose losses through the war have been less than hers. The United 

‘States probably cannot share with Great Britain the task of assuring France against German aggres- 
sion, but she should share in the financial concessions involved in the adoption of a program from 
which both nations will enormously benefit. 

“I have wasted your time and my own,” said Mr. Cravath, “if I have not demonstrated that an 
effective effort for the early restoration of the economic equilibrium of Europe cannot be made ex- 
cept with the aid of the United States and that the first effective step in that process can be taken only 
as the result of an international conference in which the United States Government is represented. 

“Let me add that the very dependence of Europe upon our co-operation emphasizes the great- 
ness of our opportunity. We may fairly say to our European friends that they should not ask us 
to make the concessions of position and the contributions of wealth that will be expected of us 
unless they are willing to put their own economic houses in order by reducing their armies, reform- 
ing their currency, balancing their budgets, and giving Germany and the fragments of the old Aus- 
trian empire a chance for their economic lives.” 
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